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2026: A fragmenting global economy

A world of competition, sanctions and tariffs — growth accelerates — inflation sticky

Economic views Investment implications

* Growth expected to accelerate in 2026, supported by a positive fiscal
United States impulse and easier monetary policy.
* Inflation risks rise — from tax cuts, immigration controls and tariffs.

* Structural challenges persist as property stress continues.
China * Massive export drive undermines foreign manufactures.
* Deflation risks remain — a Japanese parallel looks possible.

* Growth increasingly driven by domestic demand.

* Activity marginally below trend due to export weakness (China slowdown,
strong EUR, tariffs).

* Ukraine-Russia ceasefire would lift consumer/business conf.

Europe

* Strong demand but constrained supply growth continues to generate
UK inflation pressures.
* The recent Budget slows the pace of fiscal consolidation.

* Loose monetary policy and fiscal stimulus (c.3.5% of GDP).

Japan « Nominal GDP growth remains robust.
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1. Nominal GDP still robust globally

The UK has the highest nominal growth and China the lowest

Nominal GDP remains high as economies run hot

Nominal GDP Growth
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Source: Macrobond, 10.12.25

China credit risks are reminders of previous bubbles
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2. UK: Backloaded tax rises and frontloaded spending

The next three years will see a mildly expansionary UK budget

£68 billion of tax increases over last two budgets are the biggest increase since 1993 — backloaded till 2028-30

FIGURE 5: The Government has pencilled in big tax rises for the end of the
decade

Change in public sector net borrowing compared to the OBR's March 2025 forecast: UK
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MOTES: 'Other’ includes changes to capital and day-to-day spending and the OBR's SEND-related spending
judgements. ‘Giveaways' include increases to welfare and other spending, and the fuel duty freeze.
SOURCE: RF analysis of OBR, Economic and Fiscal Outlook, November 2025.
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3. Surge in Al led IT equipment and software spending
US growth dominated by IT and software spend to support Al

The Al agenda is driving massive technology spend Software growth dwarfs R&D and entertainment spend
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Five investment opportunities in a fragmented world

Implications and opportunities for investors in 2026

Implication Opportunity

The world order is becoming more competitive, rivalrous — National champions, resource security,
"/ tariffs and sanctions undermine trust in the Dollar metals, foods, semiconductors — long-term dollar weakness

2 The US is less willing to underwrite global security, prompting European military spend, cyber protection,
“J rising defence and cyber spending missile defence, space, drone protection

Spending on ageing, climate and defence drives rising debt, Higher bond yields for savers, gold and

i/’ deficit and interest burdens banks (that benefit from rising long-rates)
4 Less efficient supply chains and climate risks create higher and Real assets, climate mitigation and inflation hedges perform it
"/ more volatile inflation (equities, gold, metals) :

Al led productivity surge across services — robotics, self-drive
(level 5), improved drugs — even nuclear fusion may all
become realities

5 As Al diffusion gathers pace productivity climbs,
>4 supporting nominal growth and profits

:
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Important information

This document is intended for retail investors and/or private clients. You should not act or rely on any information contained in this document without
seeking advice from a professional adviser.

This is a marketing communication. Issued by Sarasin & Partners LLP, Juxon House, 100 St Paul’s Churchyard, London, EC4AM 8BU. Registered in England and
Wales, No. 0C329859. Authorised and regulated by the Financial Conduct Authority (FRN: 475111). Website: www.sarasinandpartners.com. Tel: +44 (0)20 7038
7000. Telephone calls may be recorded or monitored in accordance with applicable laws.

This document has been produced for marketing and informational purposes only. It is not a solicitation or an offer to buy or sell any security. The information on
which the material is based has been obtained in good faith, from sources that we believe to be reliable, but we have not independently verified such
information and we make no representation or warranty, express or implied, as to its accuracy. All expressions of opinion are subject to change without notice.
This document should not be relied on for accounting, legal or tax advice, or investment recommendations. Reliance should not be placed on the views and
information in this material when taking individual investment and/or strategic decisions.

Capital at risk. The value of investments and any income derived from them can fall as well as rise and investors may not get back the amount originally
invested. If investing in foreign currencies, the return in the investor’s reference currency may increase or decrease as a result of currency fluctuations. Past
performance is not a reliable indicator of future results and may not be repeated. Forecasts are not a reliable indicator of future performance.

The index data referenced is the property of third-party providers and has been licensed for use by us. Our Third-Party Suppliers accept no liability in connection
with its use. See our website for a full copy of the index disclaimers https://sarasinandpartners.com/important-information/.

Neither Sarasin & Partners LLP nor any other member of the J. Safra Sarasin Holding Ltd group accepts any liability or responsibility whatsoever for any
consequential loss of any kind arising out of the use of this document or any part of its contents. The use of this document should not be regarded as a substitute
for the exercise by the recipient of their own judgement. Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material
referred to herein and/or any of the information upon which it is based, prior to publication of this document.

Where the data in this document comes partially from third-party sources the accuracy, completeness or correctness of the information contained in this
publication is not guaranteed, and third-party data is provided without any warranties of any kind. Sarasin & Partners LLP shall have no liability in connection with
third-party data.

© 2025 Sarasin & Partners LLP. All rights reserved. This document is subject to copyright and can only be reproduced or distributed with permission from Sarasin
& Partners LLP. Any unauthorised use is strictly prohibited.
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